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ARUBA KEY ECONOMIC INDICATORS 
(All values in million U.S. dollars unless otherwise stated) 
Exchange rate: US$1.00 = 1.79 AFL) 


Income, Production, Employment 1987 1988 
Estimated Gross Domestic Product 
-- Nominal 
-- Real (Base Year 1986) 
Population (1000) ‘ 60.5 
Per Capita Income (1000) . 9.8 
Average unemployment rate (%) 3 
Minimum wage (US$/month) 
(1) Industry/Construction 518 
(2) Banks, Hotels, Restaurants 385 
(3) Domestic Services 160 


Tourism 
Total Visitors (1000) 231,650 277,973 
Average Stay (nights) 7<0 7:3 
Hotel Occupancy Rate (%) 73x8 78.7 


Balance of Payments and Trade 
(on cash basis) 


Current Account Balance 


Inflows 
--Merchandise Exports (F.0O.B.) 
--Tourism 
--Other 


Outflows 
--Merchandise Imports (C.I.F.) 
--Tourism 
--Other 


U.S. share (Merchandise) 
--Imports 
--Exports 


Money and Prices 1986 
Money supply (M2) 176.8 
Money (M1) 56.1 
Near-Money (M2-M1) 120.7 


Consumer Price Index 105.5 
(1984 = 100) 


Development Aid from the Netherlands Government 
Sources 
--Multi Annual Plan Fund 11.4 13.8 
--Fund for Social, Educa- 0.9 ted 
tional and Cultural Projects 
TOTAL E2<3 ra.9 





BACKGROUND SUMMARY 


On January 1, 1986, Aruba separated from the Netherlands Antilles 
under the terms of status aparte and became a separate entity within 
the Kingdom of the Netherlands. As such it has complete autonomy 
for all internal affairs. Defense and external relations remain the 
responsibility of the Netherlands. Aruba’s Minister 
Plenipotentiary, Nelson Oduber, resides in The Hague and is a member 
of the Kingdom’s Council of Ministers. 


The year 1988 marked the completion of economic recovery for the 
Aruban economy, which was in decline following the closure of the 
Exxon oil refinery in 1985. Tourism receipts continued to lead the 
recovery. However, the government has stepped up activities to 
diversify the economy. Economic diversification is being sought 
through the development of light capital intensive industries, free 
zone expansion, and financial offshore activities. Contracts 
negotiated in 1988 for oil and gas explorations in Aruban coastal 
waters were completed in March 1989. Three large international oil 
companies began exploratory drillings in November 1989. 


Part A - Current Economic Situation and Trends 


Economic Growth 


The strong economic growth in 1988 resulted from a surge in private 
investment and buoyant consumer spending with tourism receipts 
leading the way. Tentative figures indicate that real GDP growth 


accelerated approximately 17 percent. Nominal GDP reached a level 
of $619 million. The $9,800 per capita income in Aruba is among the 
highest in the Caribbean. The recovery was largely the result of an 
increase in investment in the hotel sector. The larger part of 
investment (80 percent) in the hotel sector was financed by foreign 
capital, mainly from U.S., Venezuelan, Italian, and Japanese 
sources. The remainder came from Aruban banks. During 1986-88, 
total investment in the hotel sector amounted to $213 million. 
Investors’ commitments are expected to augment this amount to some 
$448 million in 1990-91. 


Tourism 


The year 1988 was a record year for tourism. The total number of 
stay-over visitors increased by 20 percent to 278,000. The hotel 
occupancy rate rose over-all from 73 percent in 1987 to 
approximately 79 percent in 1988. The United States continued to be 
the largest market with 188,000 visitors. 


Employment 


Tentative figures indicate that some 3,000 jobs were created in 1988 
bringing the over-all employment figure to 23,000 at year end. Most 
of the new jobs came from construction sector, and the remainder in 
the hotel and restaurant sector. Consequently, unemployment, which 
stood at 5 percent in 1987, virtually vanished by the end of 1988. 





Wages and Prices 


Statistical information on wage developments is scarce. Much of the 
development in 1988 was accounted for by moderate contracts that 
were concluded in earlier years. Collective labor agreements in the 
construction and hotel sectors for a 2-3 year period accounted for 
wage increases at the rate of up to 5 percent per year. In the 
public sector, wages have been frozen since 1986. 


Consumer price developments continued to be modest in 1988. Over 
the year, the consumer price index rose by approximately 4 percent 
against 3.5 percent in 1987. In particular, food and, to a lesser 
extent, clothing and footwear (all imported), contributed to the 
increase in prices in 1988. 


Development Aid 


Virtually all the development aid for Aruba comes from the 
Netherlands Government. The bulk of the aid comes through the 
Multi-Annual Plan Fund to finance development projects which have 
been approved by the Dutch Government. Generally, one-half of the 
aid is granted in the form of gifts and the other half as soft 
loans. The soft loans are granted for a 20-30 year period, 
including a 7-year grace period, at an interest rate of 2.5 

percent. The remainder of Dutch development aid is received through 
the Fund of Social, Educational and Cultural Projects. This fund 
gives grants to finance non-profit projects. 


Part B - Implications for the United States 


So long as Dutch aid to Aruba continues and the tourism sector 
maintains its growth, there is a favorable outlook for US exports to 
Aruba. The United States is the favored market, and most consumer 
goods are imported. The growth rate of Aruban imports accelerated 
from 13 percent in 1987 to 41 percent in 1988. 


The rise in imports can be attributed largely to the expansion of 
the hotel sector (construction materials and hotel furnishings). 
Consumer spending, fueled by improved income positions and increased 
borrowing, also contributed as did, but to a lesser extent, tourist 
spending and increased imports by free zone companies (for reexport). 


The infrastructure of Aruba is well developed and the educational 
level of Arubans is high. 


An autonomous country within the Kingdom of the Netherlands, Aruba 

is an associate member of the European Economic Community and a CBI 
beneficiary. The EEC membership allows a large number of products 

manufactured or assembled in Aruba can be exported either duty free 
or at reduced tariffs to the European Common Market. 





It is possible to set up a tax exempt-off-shore firm company called 
an Aruba Vrijgestelde Vennoostchap (AVV) or Aruban Exempt 
Corporation. These entities may have a highly flexible structure 
suitable for offshore financial activities; they are not subject to 


Aruban profit tax. They are represented in Aruba by a licensed 
trust company. 


Plans are on the drawing board for a $100 million International 
Trade Center to be located near "Hotel Row." It would accommodate 
conventions and offices, and possibly have exhibit halls. Aruba is 
positioning itself as an investment alternative to Panama; it is 
already attracting Japanese interest. Capital intensive industries 
such as pharmaceuticals, precision instruments, and electronics 
whose products can be exported through CBI and EEC mechanisms are 
interesting to the Arubans who offer a flexible and easily trainable 
work force. The reopening of the oil refinery by Coastal will 
generate spin-off demands for various goods and services as well as 
give the Aruban economy another shot in the arn. 
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